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CLASSI FI CATI ON
W A/ Adm ni strati ve Costs

U S. Departnent of Labor CORRESPONDENCE SYMBOL

o o _ One- St op
Enpl oynent and Trai ni ng Adnministration
Washi ngton, D.C. 20210 DATE

July 10, 2000

TRAI NI NG AND EMPLOYMENT GUI DANCE LETTER NO. 1-00

f or

TO : ALL STATE WORKFORCE LI Al SONS
ALL STATE EMPLOYMENT SECURI TY AGENCI ES
ALL STATE WORKER ADJUSTMENT LI Al SONS
ALL ONE STOP CAREER- CENTER SYSTEM LEADS

Huuty Eriimed)

FROM : Leni ta Jacobs-Si nmons
Deputy Assistant Secretary

SUBJECT : Summary of Anticipated Changes to the
Adm ni strative Costs Section of the Proposed Final
Regul ations for the Wrkforce I nvestnent Act of
1998

1. Purpose. To transmt the proposed change to the Interim
Final Rule on the Wrkforce Investnment Act (WA) of 1998
relative to the classification of Adm nistrative Costs. This
| anguage has been reviewed by the O fice of Managenent and
Budget and it mrrors what will be published in the Final
Rule late in July. Due to the full inplenmentation date of
July 1, 2000, OVB has cleared this |anguage prior to the
publication of the Final Rule, to assist the systemwth
further inplenmentation. This definition of Admnistrative
Cost classification goes into effect on July 1, 2000.

2. References. Wirkforce Investnment Act of 1998 (Public Law
105-220); and InterimFinal Rules and Regul ations (20 CFR
Part 652, et al).

3. Background. Under the Job Training Partnership Act, as
amended, the Adm nistrative percentage allowed ranged from
15%to 20% Provisions governing Title | B of the WA of 1998
reduced the all owabl e percentage of allocated funds which
coul d be spent on the | ocal adm nistrative costs of operating
the WA programto 10% of the |ocal allocation for each of
the three funding streans, i.e., adult, dislocated worker,
and yout h.
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After extensive consultation with State and |ocal partners in
the system the Departnent conducted an independent study
sanpling ten areas to detern ne whether the One-Stop service
delivery nodel could be supported with a 10% adm ni strative
ceiling, using the WA interimfinal rule definition of

adm ni strative costs. Based on the consultations and the
study, the Departnment has redefined howto classify costs
under WA, and this will be reflected in the WA Final Rule.

This issuance is to transmt the | anguage expected to be
incorporated in the Final Rule, and provide gui dance that has
been used to illustrate howto classify costs under WA
during recent training sessions.

4. Information. The proposed Final Rule provides an al
inclusive list of the functions that are to be classified as
adm ni stration and subject to the cost limtation. The |ist
fol |l ows:

1. Performng the follow ng overall general
adm ni strative functions and coordi nati on of those
functions under WA title |

(1) accounting, budgeting, financial and cash
managenent functions;

(1i1) procurenent and purchasing functions;

(1i1) property managenent functions;

(1v) personnel managenent functions;

(v) payroll functions;

(vi) coordinating the resolution of findings arising
fromaudits, reviews, investigations and incident
reports;

(vii) audit functions;

(viii) general |egal services functions; and

(i x) devel oping systens and procedures, including
i nformati on systens, required for these

adm ni strative functions;

2. Perform ng oversight and nonitoring responsibilities
related to WA adm nistrative functions;

3. Costs of goods and services required for

adm ni strative functions of the program including goods
and services such as rental or purchase of equipnent,
utilities, office supplies, postage, and rental and

mai nt enance of office space;

4. Travel costs incurred for official business in
carrying out adm nistrative activities or the overal
managenent of the WA system and
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5. Costs of information systens related to admi nistrative
functions (for exanple, personnel, procurenent,

pur chasi ng, property managenent, accounting and payrol
systens) including the purchase, systens devel opnent and
operating costs of such systens

The WA Final Rule will clarify that only the following Title
IB entities will incur costs that are to be reported as
adm ni strative costs:

a. The State as the grant recipient;

a. The State Workforce I nvestnent Board;

b. The Local Workforce Investnent Board;

c. The local grant recipient - the local chief elected
official (s) and the | ocal governnent entity represented
by that official;

d. A local grant subrecipient and/or fiscal agent
designated by the chief elected official to assist in the
adm nistration of the grant funds [akin to a JTPA

admi ni strative entity]; and

e. The | ocal one-stop operator.

Al'l costs of vendors and subrecipients, other than |ocal

grant subrecipients, are programcosts with the single
exception of awards to such vendors and subrecipients which
are solely for the purpose of perform ng functions enunerated
in Section 4 above. Thus, incidental adm nistrative costs
incurred by a contractor whose contract's intended purpose is
to provide identifiable program services do not have to be
identified, broken out fromother costs incurred under the
contract, and tracked agai nst the adm nistrative cost
[imtation. Costs incurred under contracts whose intended
purpose is admnistrative have to be charged to the

adm ni strative cost category.

Thi s gui dance pertains to all WA Youth costs after April 1
2000, and WA Title 1B costs for Adults and Di sl ocated Wrker
services posted after July 1, 2000.

5. Action. This information should be imedi ately provided to
appropriate staff of State and | ocal entities, including al

of the entities identified initem4. Information, (see
above), who will be responsible for the recording of costs
incurred for the delivery of services under the Wrkforce

| nvest nent Act of 1998.

6. Inquiries. Questions or conments on this guidance shoul d
be directed to the appropriate Regional Ofice.

7. Attachnent. Proposed | anguage for the definition of
adm ni strative costs at 20 CFR 667. 220 excerpted fromthe

http://www.usworkforce.org/tegl-1-00.htm 7/12/00



Employment and Training Administration TRAINING AND EMPLOYMENT GUIDANC.. Page4 of 6

Final Rule for the Wrkforce | nvestnent Act, of 1998, to be
published in late July 2000.

Proposed | anguage for the WA Final Rule
on Administrative Cost Cassification
June 21, 2000

Sec. 667.220 What Workforce Investnent Act title |I functions
and activities constitute the costs of adm nistration subject
to the admnistrative cost limt?

(a) The costs of administration are that allocable
portion of necessary and reasonabl e all owabl e costs of
State and | ocal workforce investnent boards, direct

reci pients, including State grant recipients under
subtitle B of title I and recipients of awards under
subtitle Dof title I, as well as local grant recipients,
| ocal grant subrecipients, |local fiscal agents and one-
stop operators that are associated wth those specific
functions identified in paragraph (b) of this section and
which are not related to the direct provision of
wor kf orce i nvestnment services, including services to
partici pants and enpl oyers. These costs can be both

per sonnel and non- personnel and both direct and indirect.

(b) The costs of administration are the costs associ ated
with performng the foll ow ng functions:
(1) Performng the follow ng overall general
adm ni strative functions and coordination of those
functions under WA title |
(1) accounting, budgeting, financial and cash
managenent functi ons;
(1i) procurenent and purchasing functions;
(ii1) property managenent functions;
(1v) personnel managenent functions;
(v) payroll functions;
(vi) coordinating the resolution of findings
arising fromaudits, reviews, investigations and
i nci dent reports;
(vii) audit functions;
(viii) general |egal services functions; and
(i x) devel oping systens and procedures, including
i nformati on systens, required for these
adm ni strative functions;

(2) Perform ng oversight and nonitoring
responsibilities related to WA admnistrative
functi ons,

(3) Costs of goods and services required for

adm ni strative functions of the program including
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goods and services such as rental or purchase of
equi pnent, utilities, office supplies, postage, and
rental and mai nt enance of office space;

(4) Travel costs incurred for official business in
carrying out adm nistrative activities or the overal
managenent of the WA system and

(5) Costs of information systens related to

adm ni strative functions (for exanple, personnel,
procurenent, purchasing, property nmanagenent,
accounting and payroll systens) including the
purchase, systens devel opnent and operating costs of
such systens.

(c)
(1) Awards to subrecipients or vendors that are
solely for the performance of adm nistrative
functions are classified as adm nistrative costs.
(2) Personnel and rel ated non-personnel costs of
staff who perform both adm nistrative functions
specified in paragraph (b) of this section and
programmati c services or activities are to be
all ocated as administrative or programcosts to the
benefitting cost objectives/categories based on
docunented distributions of actual tinme worked or
ot her equitable cost allocation nethods.
(3) Specific costs charged to an overhead or indirect
cost pool that can be identified directly as a
program cost are to be charged as a program cost.
Docunent ati on of such charges nust be nmaintai ned.
(4) Except as provided at paragraph (c)(1), all costs
incurred for functions and activities of
subreci pi ents and vendors are program costs.
(5) Costs of the follow ng information systens
i ncl udi ng the purchase, systens devel opnent and
operating (e.g. data entry) costs are charged to the
program cat egory.
(1) Tracking or nonitoring of participant and
per formance i nformation;
(11) Enploynment statistics information, including
job listing information, job skills information,
and demand occupation information;
(ii1) Performance and program cost information on
eligible providers of training services, youth
activities, and appropriate education activities;

(iv) Local area performance information; and
(v) Information relating to supportive services
and unenpl oynent insurance clains for program
partici pants;

(6) Continuous inprovenent activities are charged to

adm ni stration or program category based on the
purpose or nature of the activity to be inproved.
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Docunent ati on of such charges nust be nmaintai ned.
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